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Dear Ms. Creswell: 

 

The State Controller‘s Office (SCO) audited the American Recovery and Reinvestment Act 

expenditures reported by the California Department of Housing and Community Development 

(HCD) for the period of October 1, 2009, through September 30, 2010.  

 

The HCD was awarded $55.2 million for administering both the Homelessness Prevention and 

the Rapid Re-Housing Program, and Community Development Block Grant-Recovery Program.  

As of September 30, 2010, the HCD had disbursed $16.8 million to the sub-recipients. As the 

administering state agency, the HCD is responsible for determining whether reported 

expenditures are in compliance with program guidelines. 

 

We selected for audit eight sub-recipients receiving Homelessness Prevention and Rapid 

Re-Housing funds, representing total expenditures of $4,887,863 for the period. We tested 

$574,752, and questioned $368,048 because salary and benefit costs were not in compliance with 

federal cost principles, documentation of program participant eligibility was incomplete, and 

costs were unallowable. 

 

If you have any questions, please contact Jim L. Spano, Chief, Mandated Cost Audits Bureau, at 

(916) 323-5849. 

 

Sincerely, 

 

Original signed by 

 

JEFFREY V. BROWNFIELD 

Chief, Division of Audits 

 

JVB:wm 
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 Jolie Bou, Finance Director, Samaritan House 

 Robert Ekstrom, Executive Director, Yolo Family Resource Center 

 Ana Soltero, Accounting Supervisor, Yolo Family Resource Center 
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 Patti Cunningham, Deputy Director of Administration 
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 Shelly Hance, Executive Director 
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 Simone Taylor, Director of Family Services, Redwood Community Action Agency 
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 Tom Helman, Assistant Director 
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 Bryan Dickey, Chief Financial Officer 
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 Lynda Gregory, Chief Executive Officer, KidsFirst 

 Barbara Meade, Director of Finance, KidsFirst 

 Denise Gibbs, Executive Director, Stanislaus Community Assistance Project 

 Kathy Lee, Director of Finance, Stanislaus Community Assistance Project 
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Audit Report 
 

The State Controller‘s Office (SCO) audited the American Recovery and 

Reinvestment Act of 2009 expenditures reported by the California 

Department of Housing and Community Development (HCD) through 

September 30, 2010. 

 

In total, the HCD was awarded $55.2 million for administering both the 

Homelessness Prevention and Rapid Re-Housing Program (HPRP), and 

Community Development Block Grant-Recovery (CDBG-R) program. 

As of September 30, 2010, the HCD had disbursed $16.8 million to the 

sub-recipients—$13.9 million for the HPRP (Schedule 1) and 

$2.9 million for the CDGB-R program (Schedule 2). 

 

We selected for audit eight sub-recipients receiving HPRP funds. As of 

September 30, 2010, those eight sub-recipients had reported total 

expenditures of $4,887,863 (Schedule 3). We tested $574,752, and 

questioned $368,048 because salary and benefit costs were not in 

compliance with federal cost principles, as described in Finding 2; 

documentation of program participant eligibility was incomplete, as 

described in Finding 3; and costs were unallowable, as described in 

Finding 4. 

 

As the administering state agency, the HCD is responsible for 

determining whether reported expenditures are in compliance with 

program guidelines. For each of the sub-recipients selected for audit, we 

have prepared a separate report. These reports are included in this report 

as an Appendix. 

 

 

On February 13, 2009, the federal government enacted the American 

Recovery and Reinvestment Act of 2009 (ARRA) to help fight the 

negative effects of the United States‘ economic recession. ARRA‘s 

purpose is to preserve and create jobs; promote economic recovery; assist 

those most affected by the recession; invest in transportation, 

environmental protections, and other infrastructure; and stabilize state 

and local government budgets. To achieve these results, the ARRA 

required federal agencies to initiate expenditures and activities as quickly 

and prudently possible. 

 

The federal government intends to provide $787 billion to recipients 

under the ARRA. A large portion of these funds will be dispersed to 

states, local governments, territories, and tribes, which in turn will 

distribute funds to beneficiaries through grants, contracts, subsidies, and 

loan programs. 

 

The HCD was awarded $55.2 million of ARRA funds—$44.5 million for 

the Homelessness Prevention and Rapid Re-Housing Program and 

$10.7 million for the Community Development Block Grant-Recovery 

program. 

 

  

Summary 

Background 
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Homelessness Prevention and Rapid Re-Housing Program (HPRP) 
 

The ARRA created the Homelessness Prevention and Rapid Re-Housing 

Program (HPRP) to assist households that would otherwise become 

homeless and to rapidly re-house persons who are homeless. In total, the 

U.S. Department of Housing and Urban Development (HUD) was 

awarded $1.5 billion, of which California was awarded $189.1 million. 

Of that amount, HUD awarded $144.6 million directly to California 

cities and counties and the remaining $44.5 million was awarded to the 

HCD to administer the State‘s portion of the program to cover costs 

related to the following four areas: 

 Financial assistance, which is limited to short-term and medium-term 

rental assistance, security deposits, utility deposits and payments, 

moving cost assistance, and motel and hotel vouchers. 

 Housing relocation and stabilization services, which are limited to 

case management, outreach and engagement, housing search and 

placement, legal services, and credit repair. 

 Data collection and evaluation, which includes the purchase of 

computer software and use licenses; leasing or purchasing computer 

equipment; costs associated with data collection, entry, and analysis; 

computer staffing and training; and costs for participating in HUD 

research and evaluation of the program. 

 Administrative costs, which includes pre-award administrative costs; 

the costs involved in accounting for the use of the grant funds, 

preparing reports for submission to the HCD, obtaining program 

audits, and similar costs related to administering the grant after the 

award; and the salaries of staff associated with the administration of 

the HPRP funds. 
 

The ARRA allows sub-recipients to use up to 5% of their grant award for 

administrative costs. The HCD intends to keep $1.8 million (4%) of the 

total grant amount to cover its own administrative costs and provide the 

remaining $42.7 million (96%) to the sub-recipients. 
 

Community Development Block Grant-Recovery (CDBG-R) Program 
 

The ARRA awarded an additional $1 billion in Community 

Development Block Grant (CDBG) funds to state and local governments 

to carry out, on an expedited basis, eligible activities under the CDBG 

program. This program is commonly referred to as the CDBG-Recovery 

(CDBG-R) program. 
 

California was awarded $123 million in CDBG-R funds, of which 

$10.65 million was made available to the HCD through the allocation 

formula process to stimulate the economy through measures that 

modernize infrastructure, improve energy efficiency, and/or expand 

educational opportunities and access to health care.   
 

The HCD intends to keep $750,000 of the total grant amount to cover its 

own administrative costs and provide the remaining $9.9 million to the 

sub-recipients.  
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Section 7 of Article 16 of the State Constitution and Government Code 

section 12410 provide the SCO authority to audit and approve each 

request by a state agency for expenditure of state and federal funds. This 

authority extends to field audits of state agencies to investigate suspicion 

of fraud, waste, and abuse. In addition, Government Code section 12418 

provides the SCO with authority to recover misspent funds. 

 

 

We conducted the audit to assess the HCD‘s controls over the 

implementation and administration of ARRA funds to ensure that the 

funds were accounted for and spent in accordance with the applicable 

federal requirements for the following two awards: 

 

Homelessness Prevention and Rapid Re-Housing  

Funding Agency: Department of Housing and Urban Development 

Award #: S09-DY-06-0001 

CFDA #14.257 

Total Award: $44,466,877 

 

Community Development Block Grant–Recovery 

Funding Agency: Department of Housing and Urban Development 

Award #: B-09-DY-06-0001 

CFDA #14.255 

Total Award: $10,652,033 

 

This audit consisted of two phases: Phase I was an internal control 

survey conducted at the HCD in December 2010. The following 

procedures were performed: 

 Reviewed the preparedness assessment audit performed by the Bureau 

of State Audits. 

 Interviewed the HCD program manager to understand the policies and 

procedures governing the handling of ARRA funds. Determined if the 

processes are corroborated with documentation and if expectations are 

communicated effectively to staff and sub-recipients. 

 Reviewed and evaluated the HCD‘s system of internal controls over 

ARRA funds. 

 Judgmentally sampled project files to verify whether the HCD 

complies with the applicable federal program guidelines and its own 

policies and procedures. Within this sample, we reviewed expenditure 

information and determined the reasonableness of the transactions and 

compliance with grant agreements. 

 

Based on the results of Phase I, we performed Phase II, which was 

expenditure testing of the HPRP sub-recipients. We did not perform any 

expenditure testing of the CDBG-R sub-recipients because the 

expenditure amounts were small and the HCD had already performed site 

visits at two of the twelve sub-recipients. 

 

  

Audit Authority 

Objectives, Scope 

and Methodology 
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The HCD has contracts with 31 sub-recipients for HPRP funding. We 

selected eight agencies (26%) to audit, of which six are non-profits and 

two are local government entities (one county and one joint powers 

agency (JPA)): 

Amador-Tuolumne Community Action Agency (JPA) 

Stanislaus Community Assistance Project 

Monterey County 

Redwood Community Action Agency 

Community Action Board of Santa Cruz County 

Samaritan House 

Yolo Family Resource Center 

KidsFirst 

 

Our audit scope included, but was not limited to, planning and 

performing procedures to obtain reasonable assurance that: 

 Salary and benefit costs were properly calculated and supported. 

 Program participants receiving assistance were eligible. 

 Case files contained the required documentation. 

 Grant activities were allowable. 

 

Accordingly, we examined transactions on a test basis. 

 

We conducted the audit in accordance with generally accepted 

government auditing standards. In addition, we considered the following 

compliance requirements identified in Office of Management and Budget 

(OMB) Circular A-133, Audits of States, Local Governments, and Non-

Profit Organizations for the HPRP program: 

 Activities Allowed or Unallowed—HPRP funds can be used only for 

specific eligible activities, as identified in HUD‘s Notice of 

Requirements for the HPRP Program under ARRA.  

 Allowable Costs/Cost Principles—OMB cost principle circulars 

prescribe the cost accounting policies associated with the 

administration of federal awards. Non-profit organizations are subject 

to OMB Circular A-122 requirements and local governments are 

subject to OMB Circular A-87 requirements. 

 Cash Management—When funds are advanced, recipients must 

follow procedures to minimize the time elapsing between the transfer 

of funds from the U.S. Treasury and disbursement. In addition, 

interest earned on advanced funds must be submitted promptly to the 

federal agency. Also, HPRP requires that funds are not to be issued 

directly to program participants.  

 Earmarking—Not more than 5% of the total grant may be used for 

administrative costs.  

 Period of Availability of Federal Funds—Recipients of HPRP funds 

must expend at least 60% of such funds within two years (by 

September 30, 2011) and at least 100% of the funds within three years 

(by September 30, 2012).  
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 Program Income—Sub-recipients may not charge fees to HPRP 

program participants.  

 Reporting—Recipients should use the standard financial reporting 

forms authorized by OMB. 

 Sub-recipient Monitoring—The HCD is responsible for award 

identification, during-the-award monitoring, sub-recipient audits, and 

pass-through entity impact. 

 Special Tests and Provisions—The requirements for special tests and 

provisions are unique to each Federal program. We selected a sample 

of case files to ensure that they were in compliance with HUD‘s 

requirements for the HPRP program. 

 

Generally accepted government auditing standards and OMB Circular 

A-133 require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and 

conclusions. We believe that the evidence obtained provides a reasonable 

basis for our findings and conclusions based on our audit objectives. 

 

 

Our audit disclosed instances of noncompliance with federal regulations. 

These instances are described in the accompanying Schedule of 

Expenditures of Federal Awards for the HPRP (Schedule 3) and in the 

Findings and Recommendations section of this report, and highlighted 

below. 

 Activities Allowed or Unallowed—We noted no instances of non-

compliance.  

 Allowable Costs/Cost Principles—We noted several instances of 

noncompliance, as described in Finding 2 and Finding 4.  

 Cash Management—We noted no instances of noncompliance.  

 Earmarking—We noted no instances of noncompliance.  

 Period of Availability of Federal Funds—The compliance 

requirement is not applicable because our audit period ends on 

September 30, 2010.  

 Program Income—We noted no instances of noncompliance. 

 Reporting—We noted no instances of noncompliance. 

 Sub-Recipient Monitoring—We noted several instances of 

noncompliance, as described in Finding 1. 

 Special tests and provisions—We noted several instances of 

noncompliance, as described in Finding 3.  

 

 

  

Conclusion 
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We issued a draft audit report on June 14, 2011. Cathy Creswell, Acting 

Director, responded by letter dated June 27, 2011 (Attachment B), 

agreeing with the audit results. This final audit report includes the HCD‘s 

response. 

 

 

This report is solely for the information and use of the California 

Department of Housing and Community Development, the U.S. 

Department of Housing and Urban Development, and the SCO; it is not 

intended to be and should not be used by anyone other than these 

specified parties. This restriction is not intended to limit distribution of 

this report, which is a matter of public record. 

 

 

Original signed by 

 

JEFFREY V. BROWNFIELD 

Chief, Division of Audits 

 

June 30, 2011 

 

 

Views of 

Responsible 

Official 

Restricted Use 
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Schedule 1— 

Schedule of Funds Awarded and Advanced to Sub-Recipients 

Homelessness Prevention and Rapid Re-Housing Program 

Award #S09-DY-06-0001 

October 1, 2009, through September 30, 2010 
 

 

 
___________________________ 

1
 Amount awarded excludes $1.8 million retained by the HCD to cover administrative costs. 

 

Contract Number Subrecipient

Amount 

Awarded

Amount 

Advanced

Percentage 

Advanced

Remaining 

Award Balance

09-HPRP-6121 Amador-Tuolumne Community Action Agency 1,600,000$  1,068,613$  66.79% 531,387$      

09-HPRP-6131 Community Resource Center 1,599,992    472,494       29.53% 1,127,498     

09-HPRP-6132 Roman Catholic Bishop of Santa Rosa 1,195,000    400,000       33.47% 795,000       

09-HPRP-6133 Plumas Crisis Intervention and Resource Center 1,150,000    550,000       47.83% 600,000       

09-HPRP-6134 Livermore, City of 900,000       69,250        7.69% 830,750       

09-HPRP-6135 Santa Barbara, City of 1,200,000    300,000       25.00% 900,000       

09-HPRP-6136 Glenn County Human Resource Agency 1,600,000    375,000       23.44% 1,225,000     

09-HPRP-6137 Union City, City of 500,000       50,000        10.00% 450,000       

09-HPRP-6138 Sacred Heart Community Service 1,599,998    349,999       21.87% 1,249,999     

09-HPRP-6139 Community Assistance Network 1,599,730    413,264       25.83% 1,186,466     

09-HPRP-6140 Stanislaus Community Assistance Project 1,500,000    600,000       40.00% 900,000       

09-HPRP-6141 Cornerstone Community Development Corporation 1,500,000    467,269       31.15% 1,032,731     

09-HPRP-6142 Womanhaven Inc. 1,500,000    354,452       23.63% 1,145,548     

09-HPRP-6143 Santa Cruz County - Health Services Agency 1,200,000    150,000       12.50% 1,050,000     

09-HPRP-6144 Families in Transition of Santa Cruz County 1,600,000    460,635       28.79% 1,139,365     

09-HPRP-6145 Mendocino County Adult & Older Adult System of Care 1,600,000    267,221       16.70% 1,332,779     

09-HPRP-6146 Kings United Way 1,200,000    376,280       31.36% 823,720       

09-HPRP-6147 Napa, County of 1,600,000    500,000       31.25% 1,100,000     

09-HPRP-6148 Western Territorial of the Salvation Army 1,600,000    559,949       35.00% 1,040,051     

09-HPRP-6149 People Assisting the Homeless 1,200,000    410,027       34.17% 789,973       

09-HPRP-6150 People Assisting the Homeless 1,500,000    341,593       22.77% 1,158,407     

09-HPRP-6151 People Assisting the Homelesss 900,000       234,623       26.07% 665,377       

09-HPRP-6152 Monterey, County of 1,600,000    395,000       24.69% 1,205,000     

09-HPRP-6153 South Bay Community Services 900,000       280,782       31.20% 619,218       

09-HPRP-6154 Redwood Community Action Agency 1,600,000    969,656       60.60% 630,344       

09-HPRP-6155 Community Action Board of Santa Cruz County 1,200,000    602,627       50.22% 597,373       

09-HPRP-6156 United Way of Tulare County 1,600,000    680,000       42.50% 920,000       

09-HPRP-6157 Samaritan House 1,600,000    674,658       42.17% 925,342       

09-HPRP-6158 Shelter Inc. of Contra Costa County 1,500,000    147,726       9.85% 1,352,274     

09-HPRP-6159 Yolo Family Resource Center 1,600,000    731,565       45.72% 868,435       

09-HPRP-6195 KidsFirst 1,243,482    612,695       49.27% 630,787       

Totals 42,688,202$ 
1

13,865,378$ 32.48% 28,822,824$ 
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Schedule 2— 

Schedule of Funds Awarded and Disbursed to Sub-Recipients 

Community Development Block Grant–Recovery Program 

Award #B-09-DY-06-0001 

October 1, 2009, through September 30, 2010 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

_________________________ 

1 
EDAR refers to economic development ARRA funds and STAR refers to non-economic development ARRA 

funds. 

2 
Amount awarded excludes $750,000 retained by the HCD to cover its administrative costs. 

 

 

Contract Number
1

Subrecipient

Amount 

Awarded

Amount 

Disbursed

Percentage 

Disbursed 

Remaining 

Award 

Balance

09-EDAR-6471 Mendocino, County of 2,017,917$  1,870,272$  92.68% 147,645$    

09-EDAR-6472 Oroville, City of, Inc. 1,115,000    248,550      22.29% 866,450      

09-STAR-6380 City of Tulelake 284,132       17,524        6.17% 266,608      

09-STAR-6381 City of Etna 219,555       213,412      97.20% 6,143          

09-STAR-6382 City of Anderson 370,548       -                0.00% 370,548      

09-STAR-6383 Mammoth Lakes, Town of 1,000,000    506,579      50.66% 493,421      

09-STAR-6384 City of Fort Bragg 813,917       16,823        2.07% 797,094      

09-STAR-6385
Glenn County Planning and 

Public Works Agency 916,659       -                0.00% 916,659      

09-STAR-6386 Calipatria, City of 863,695       5,592          0.65% 858,103      

09-STAR-6387 Tulare, County of 862,942       -                0.00% 862,942      

09-STAR-6388 Parlier, City of 967,541       11,905        1.23% 955,636      

09-STAR-6389 City of Firebaugh 470,696       3,873          0.82% 466,823      

Totals 9,902,602$  
2

2,894,530$  29.23% 7,008,072$  
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Schedule 3— 

Schedule of Expenditures of Federal Awards 

Homelessness Prevention and Rapid Re-Housing Program 

Award #S09-DY-06-0001, CFDA #14.257 

October 1, 2009, through September 30, 2010 
 

 

 
 

  

Subrecipient

Reported 

Expenditures

Federal 

Expenditures 

Tested

Amount 

Questioned Reference 
1

Amador-Tuolumne Community Action Agency:

  Salaries and benefits 265,963$    18,129$    10,103$    Finding 2
  Financial assistance 713,799      69,368      69,368      Finding 3
  Other costs 819             819           -               

Total expenditures  $    980,581  $    88,316  $   79,471 

Stanislaus Community Assistance Project:

  Salaries and benefits 299,572$    48,602$    48,602$    Finding 2
  Financial assistance 215,599      34,538      29,312      Finding 3
  Other costs 2,020          1,689        -               

Total expenditures 517,191$    84,829$    77,914$    

Monterey County:

  Salaries and benefits 106,197$    8,298$      -$             Finding 2
  Financial assistance 293,786      36,082      36,082      Finding 3

Total expenditures 399,983$    44,380$    36,082$    

Redwood Community Action Agency:

  Salaries and benefits 121,652$    3,549$      1,308$      Finding 2
  Financial assistance 642,841      59,818      59,818      Finding 3
  Other costs 9,940          9,940        -               

Total expenditures 774,433$    73,307$    61,126$    

Community Action Board of Santa Cruz County:

  Salaries and benefits 234,008$    22,052$    17,453$    Finding 2
  Financial assistance 227,530      31,583      -               Finding 3
  Other costs 15,000        15,000      -               

Total expenditures 476,538$    68,635$    17,453$    

Samaritan House:

  Salaries and benefits 201,032$    35,086$    2,959$      Finding 2
  Financial assistance 508,540      48,455      5,000        Finding 3
  Other costs 8,000          8,000        -               

Total expenditures 717,572$    91,541$    7,959$      
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Schedule 3 (continued) 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

________________________ 
1
 See Findings and Recommendations section. 

 

Subrecipient

Reported 

Expenditures

Federal 

Expenditures 

Tested

Amount 

Questioned Reference 
1

Yolo Family Resource Center:

  Salaries and benefits 248,046$    26,004$    16,123$    Finding 2
  Financial assistance 341,510      31,058      31,058      Finding 3
  Other costs 8,246          1,641        -               

Total expenditures 597,802$    58,703$    47,181$    

KidsFirst:

  Salaries and benefits 190,312$    27,737$    21,011$    Finding 2
  Financial assistance 222,091      25,944      14,302      Finding 3
  Other costs 11,360        11,360      5,549        Finding 4

Total expenditures 423,763$    65,041$    40,862$    

Recap, All Sub-recipients:

  Salaries and benefits 1,666,782$ 189,457$  117,559$  Finding 2
  Financial assistance 3,165,696   336,846    244,940    Finding 3
  Other costs 55,385        48,449      5,549        Finding 4

Total expenditures, all sub-recipients 4,887,863$ 574,752$  368,048$  
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Findings and Recommendations 
 

As the primary recipient of American Recovery and Reinvestment Act of 

2009 (ARRA) funds, the California Department of Housing and 

Community Development (HCD) is responsible for: (1) award 

identification, (2) during-the-award monitoring, (3) sub-recipient audits, 

and (4) pass-through entity impact. As the HCD is still in the process of 

distributing the award, the focus of our audit is on the requirements of 

award identification and during-the-award monitoring. The HCD was 

effective in monitoring sub-recipients awards (award identification) and 

ineffective in monitoring sub-recipients use of federal funds (during-the-

award monitoring). 

 

During-the-award monitoring relates to the HCD‘s monitoring of 

sub-recipients‘ use of federal awards through reporting, site visits, and 

regular contact. For the Homelessness Prevention and Rapid Re-Housing 

Program (HPRP), the HCD‘s staff members did not perform site visits it 

committed to, performed minimal cost verifications, and did not verify 

the total HPRP expenditures. For the Community Development Block 

Grant-Recovery (CDBG-R) program, the HCD‘s staff members relied on 

single audits in lieu of site visits and did not ensure that expenditure 

milestones established in the standard agreement between the HCD and 

sub-recipients are met. 

 

No HPRP Site Visits 

 

When we began this audit in December 2010, the HCD had not 

performed any site visits of the HPRP sub-recipients. However, the HCD 

provided us with a copy of its monitoring schedule showing that it would 

begin desk reviews for 14 sub-recipients in December 2010, and site 

visits for 17 sub-recipients in January 2011. 

 

The HCD‘s monitoring schedule is not in compliance with its substantial 

amendment to the Consolidated Plan 2008 Action Plan for the HPRP, 

dated May 18, 2009, which states, ―Site monitor visits shall start after the 

first cash draw down to ensure fiscal controls are in place. . . . Site 

monitoring will be conducted throughout the contract period on those 

sub-grantees that may be determined by the Department as ‗high risk.‘ ‖ 

The first cash draw down was made in November 2009, which is more 

than one year before the HCD committed to performing site visits.  

 

In addition, during the Bureau of State Audits‘ preparedness assessment 

in February 2010, the HCD stated that it would perform site visits or 

desk audits for all 31 sub-recipients between April 2010 and March 

2011. This meant the HCD should have completed about two-thirds of its 

initial site visits or desk reviews by the time we began our audit in 

December 2010. 

 

Site visits are critical to ensuring that HPRP funds are spent in 

accordance with applicable federal guidelines. It is even more critical for 

the HPRP because it is a new program created by ARRA. Site visits 

would confirm that case managers have a good understanding of the 

program, case files include all the required documentation, and program 

FINDING 1— 

Inadequate sub-recipient 

monitoring 
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participants are eligible to receive assistance. As noted in Findings 2, 3, 

and 4, we identified several areas of noncompliance with the HUD 

requirements and federal cost principles that could have been mitgated 

had the HCD performed site visits as scheduled. 

 

In order to ensure legality and propriety of expenditures it administers, 

the HCD should perform adequate site visits to validate and substantiate 

actual costs incurred and compliance with grant agreements. 

 

Reliance on CDBG-R Single Audits In Lieu of Site Visits for STAR 

Sub-Recipients 

 

For the CDBG-R program, the HCD does not intend to perform any site 

visits of the STAR sub-recipients until closeout, which could be three 

years following the first CDBG-R expenditure. While we recognize that 

the CDBG program has existed for a long time and that the HCD has 

been overseeing this program for numerous years, relying on the single 

audit to identify audit issues is not adequate oversight of grant fund 

performance. First, the independent auditors might not test CDBG-R 

expenditures because it may not be a major program. Second, if they do 

test CDBG-R expenditures, only a few transactions might be selected. 

Third, the independent auditors are not specifically attuned to the unique 

requirements for the CDBG-R program and might not uncover errors the 

HCD program staff should identify. 

 

In order to ensure legality and propriety of expenditures administered by 

the HCD, the HCD should perform adequate site visits to validate and 

substantiate actual costs incurred in compliance with grant agreements. 

 

Minimal HPRP Quarterly Cost Verification Process 

 

In lieu of site visits, HPRP program staff has been performing quarterly 

cost verifications. Each quarter, the 31 sub-recipients submit to the HCD 

a Detailed Expenditure Report (DER) that itemizes the HPRP 

expenditures for which they are requesting reimbursement. The DER is 

divided into the following six categories: 

1. Homeless Prevention–Financial Assistance 

2. Homeless Prevention–Housing Relocation and Stabilization 

3. Homeless Assistance Rapid Re-Housing–Financial Assistance 

4. Homeless Assistance Rapid Re-Housing–Housing Relocation and 

Stabilization 

5. Data Collection 

6. Grant Administration 

 

Each quarter, the HCD selects one transaction from each of the six 

categories and requests that the sub-recipient provide the supporting 

documentation, such as an invoice, timesheet, or case file. As of 

September 30, 2010, the sub-recipients have submitted four quarterly 

DERs, so the HCD has selected and reviewed a total of 24 transactions 

for each sub-recipient. The amount tested represents only 4.68% of the 

total expenditures for the sub-recipients we selected for audit. 
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The following table provides the percentage of expenditures the HCD 

tested for each sub-recipient we selected for audit. 
 

  

Reported 

Expenditures  

Costs Verified 

(24 transactions)  

Percent 

Verified 

Amador-Tuolumne Community 

Action Agency (ATCAA)  $ 980,581  $ 12,879  1.31% 

Stanislaus Community Assistance 

Project (SCAP) 

 

517,191  34,343  6.64% 

Monterey County  399,983  16,450  4.11% 

Redwood Community Action Agency 

(RCAA) 

 

774,433  17,571  2.27% 

Community Action Board of 

Santa Cruz (CAB) 

 

476,538  23,062  4.84% 

Samaritan House  717,572  49,325  6.87% 

Yolo Family Resource Center (YFRC)  597,802  36,249  6.06% 

KidsFirst  423,763  39,007  9.20% 

Total  $ 4,887,863  $ 228,886   4.68% 

 

The HCD approved the costs even though the supporting documentation 

submitted by sub-recipients during the cost verification process was 

insufficient. For example, at the RCAA, we determined that the case files 

were incomplete and lacked several of the required documents (as noted 

in Findings 3). When we asked why the required documentation was 

missing, the RCAA responded that it was not aware of the error because 

the HCD had requested the case files during the cost verification process 

and had approved the related cost. 

 

In addition, at the YFRC, we questioned the salary and benefit charge of 

$1,563 incurred by an employee at one of the partner agencies because a 

timesheet was not provided to support the invoice billing. However, 

when the HCD selected this transaction during the quarterly cost 

verification process, it approved the amount on the invoice without 

seeing either a timesheet (to verify the HPRP hours charged) or a payroll 

register (to verify the hourly rate charged). 

 

The HCD‘s cost verification process is not a substitute for site visits. 

 

HPRP DERs Do Not Reconcile with the Sub-Recipient Expenditure 

Ledger 

 

Merely selecting transactions from the DER is not sufficient testing 

because the expenditures on the DERs submitted to the HCD are not 

complete. For instance, six of the eight sub-recipients‘ expenditure 

ledgers did not reconcile with the DERs submitted to the HCD. We 

performed reconciliations and determined that the differences varied 

drastically by agency and could not be generalized. For example, at the 

CAB, the DER was overstated by $8,766. Following audit fieldwork, the 

sub-recipient performed a reconciliation of accounts and noted that more 

than 99% of the differences are timing issues that resulted because the 

DER is prepared on a cash basis of accounting and its general ledger is 

prepared on an accrual basis. 
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The same is true at Monterey County, where the DER was understated 

by $1,355. Monterey County believes that the difference is due to timing 

differences from cash versus accrual accounting. 

 

However, at the RCAA, the DER was overstated by $1,651. During audit 

fieldwork, the sub-recipient‘s finance director performed a reconciliation 

and noted that the difference occurred because a security deposit check 

was voided and the corresponding adjustment was not made on the DER. 

 

At the YFRC, the DER was understated by $4,250. We performed a 

reconciliation and determined that the difference occurred because (1) 

HPRP salaries and benefits were missing from the DER, (2) there were 

timing differences between cash and accrual basis, (3) unallowable 

mileage expense was deleted on the DER but not on the expenditure 

ledger, and (4) data entry errors occurred. 

 

At the SCAP, the DER was overstated by $2,293. We attempted to 

perform a reconciliation between the DER and the sub-recipient‘s 

QuickBooks Profit and Loss (P&L) report, but were unable to identify all 

of the differences. Some of the differences noted were (1) eligible costs 

were not reported on the DER, (2) a security deposit refund was not 

adjusted on the DER, and (3) a salary expense was duplicated on the 

DER. 

 

At KidsFirst, the DER was understated by $11,672. Again, we attempted 

to perform a reconciliation between the DER and KidsFirst‘s General 

Ledger, but were unable to identify all of the differences. Some of the 

differences noted were (1) advances to partner agencies were reported as 

an expense on the general ledger but not identified on the DER, (2) audit 

expenses were included on the DER but not in the general ledger, and (3) 

workers‘ compensation was omitted from the DER. 

 

Reconciliations are an important part of keeping accurate track of HPRP 

expenditures and are critical to ensuring that the financial statements are 

accurate and complete. 

 

CDBG-R Expenditure Milestones Not Met for Six of the Ten STAR 

Sub-Recipients 

 

The HCD is not following the requirements established in its standard 

agreements with the sub-recipients. For the CDBG-R program, the HCD 

has a standard agreement with twelve sub-recipients (ten STAR 

sub-recipients and two EDAR sub-recipients). The standard agreement 

for the ten STAR sub-recipients has an expenditure milestone 

requirement that was not met by six of the ten sub-recipients.   

 

According to the standard agreement, the CDBG-R sub-recipients must 

expend at least 25% of the grant funds by September 30, 2010, and if the 

expenditure milestones are not met, the HCD may disencumber the 

difference between the milestones and what was expended for the 

program activity 60 days after the date of the milestones. 
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The following table shows the six STAR sub-recipients that did not meet 

the 25% expenditure requirement: 
 

  

CDBG-R 

Grant Award  

Expenditures 

as of 

09/30/2010  

25% 

Expenditures 

Milestone  

Was 

Milestone 

Met? 

City of Anderson  $ 370,548  $ 2,390  $ 92,637  No 

City of Calipatria  863,695   20,184   215,924  No 

City of Firebaugh  470,696   10,558   117,674  No 

City of Fort Bragg  813,917   328,102   203,479  Yes 

Glenn County  916,659   1,890   229,165  No 

City of Mammoth Lakes  1,000,000   522,279   250,000  Yes 

City of Parlier  967,541   11,905   241,885  No 

Tulare County  862,942   540,134   215,736  Yes 

City of Tulare  284,132   17,524   71,033  No 

City of Etna  219,555   213,412   54,889  Unknown
1
 

Totals  $ 6,769,685  $ 1,668,378  $ 1,692,422   

____________________________ 
1
 The City of Etna did not provide a certified summary of expenditures, but was 

advanced $213,412 (97.20%) based on an e-mail request. Therefore, we are unable 

to determine if the City of Etna truly expended the entire $213,412 and met its 

expenditure milestone requirement. 
 

Even though the HCD has the ability to disencumber the difference 

between the milestones and what was expended for the program activity, 

there was no documentation in the program files that indicates the 

difference was unencumbered. Furthermore, conversations with 

CDBG-R staff indicate that they were not aware that the expenditure 

milestones were not met for these six sub-recipients. 
 

While we recognize that special conditions must be considered prior to 

expending the CDBG-R funds, such as environmental compliance with 

the National Environmental Protection Agency, the HCD‘s staff 

members should still ensure that milestones are met. If the milestones are 

not met, at a minimum, the HCD‘s staff members should note why the 

expenditure milestones would not be met and develop an action plan to 

ensure that the remaining milestones are met. 
 

Recommendation 
 

We recommend that the HCD perform site visits for both the HPRP and 

CDBG-R program, and document any instances of noncompliance noted. 

If instances of noncompliance are noted, follow-up visits should be 

performed to ensure that corrective action was taken. 
 

For the HPRP program, we recommend that the HCD verify that the 

HPRP expenditures reported on the DER are reconciled to 

sub-recipients‘ expenditure balances. 
 

For the CDBG-R program, we recommend that the HCD develop 

corrective action plans for those sub-recipients that do not meet the 

expenditure milestone requirements. 
 

HCD‘s Response 
 

The HCD agreed with the recommendation. 
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We tested $189,457 in salary and benefit costs and questioned $117,559 

because the reported expenditures do not comply with the Office of 

Management and Budget (OMB) Circular A-122 for non-profit 

organizations, and OMB Circular A-87 for state, local, and Indian tribal 

governments. We performed testing at six non-profits and two local 

government entities; we noted no issues with the salary and benefit costs 

at the county local government entity. 

 

Salaries and Wages 

 

For non-profit organizations, OMB Circular A-122 requires that amounts 

charged to awards for salaries and wages must be based on documented 

payrolls approved by a responsible official and supported by a personnel 

activity report. A personnel activity report (timesheet) must be 

maintained for each employee (both professional and non-professional) 

whose compensation is charged, in whole or in part, directly to awards. 

These reports must reflect an after-the-fact determination of the actual 

activity of each employee. Budget estimates do not qualify as support. 

Each report must account for the total activity for which employees are 

compensated and must be signed by the individual employee or by a 

responsible supervisory official having first-hand knowledge of the 

activities performed by the employee (Attachment B, Selected Items of 

Cost (7)(m)). 

 

For local governments, OMB Circular A-87 requires employees who 

work solely on a singular federal award to provide a semi-annual 

certification to support salaries and wages. A personnel activity report 

(timesheet) must maintained for employees who work on multiple 

activities. These reports must reflect an after-the-fact distribution of the 

actual activity of each employee. Budget estimates or distribution 

percentages determined before the services are performed do not qualify 

as support. Each report must account for the total activity for which 

employees are compensated and must be signed by the employee 

(Attachment B, Selected Items of Cost (8)(h)). 

 

We noted the following 13 areas of noncompliance: 

 

1. Total employee activity was not maintained on the timesheets: 

 SCAP:  For 12 of 14 payroll transactions tested. 

 RCAA:  For 1 of 8 payroll transactions tested. 

 KidsFirst:  For 7 of 18 payroll transactions tested. 

 

2. Estimated hours or budgeted hours were used for billing:  

 ATCAA:  For 2 of 14 payroll transactions tested. 

 KidsFirst:  For 7 of 18 payroll transactions tested. 

 CAB:  For 3 of 15 payroll transactions tested. 

 RCAA:  For 1 of 8 payroll transactions tested. 

 

3. Timesheets were not signed by either the employee or supervisor: 

 SCAP:  For 12 of 14 payroll transactions tested. 

 YFRC:  For 4 of 21 payroll transactions tested. 

 KidsFirst:  For 11 of 18 payroll transactions tested. 

FINDING 2— 

Inadequate 

documentation 

supporting salary and 

benefit costs 
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4. Total time was charged to HPRP even though timesheets supported 

time spent on another program: 

 RCAA:  For 1 of 8 payroll transactions tested. 

 KidsFirst:  For 1 of 18 payroll transactions tested. 

 

5. Timesheets or certifications were not provided: 

 ATCAA:  For 4 of 14 payroll transactions tested. 

 YFRC:  For 3 of 21 payroll transactions tested. 

 

6. Incorrect hourly rate used to report HPRP expenditures: 

 SCAP:  For 10 of 14 payroll transactions tested. 

 CAB:  For 7 of 15 payroll transactions tested. 

 

7. Amount billed on DER was incorrectly calculated: 

 RCAA:  For 1 of 8 payroll transactions tested. 

 

8. Invoices submitted for reimbursement from partner agencies did not 

reconcile to the partner agencies‘ timesheets: 

 YFRC:  For 4 of 21 payroll transactions tested. 

 

9. Duplicate charges on DER: 

 SCAP:  For 2 of 14 payroll transactions tested. 

 

10. Unallowable expenses: 

 KidsFirst:  For 1 of 18 payroll transactions tested. 

 SCAP:  For 1 of 14 payroll transactions tested. 

 

11. Payroll registers not provided: 

 ATCAA:  For 5 of 14 payroll transactions tested. 

 YFRC:  For 3 of 21 payroll transactions tested. 

 

12. Hours reported on the DER do not agree to the hours reported on the 

timesheet: 

 CAB:  For 3 of 15 payroll transactions tested. 

 

13. Unallowable cash match for AmeriCorps living allowance: 

 ATCAA:  For 2 of 2 transactions tested. 
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Benefits 

 

OMB Circular A-122 requires that benefits charged must be in 

proportion to the relative amount of time or effort actually devoted to the 

program (Attachment B, Selected Items of Cost (7)(f)). OMB Circular 

A-87 requires that benefit costs are equitably allocated to all related 

activities (Attachment B, Selected Items of Cost (8)(d)). We noted the 

following four instances of noncompliance: 

 

1. Neither SCAP nor the Samaritan House has procedures in place to 

ensure that the benefit rates billed on the DER are directly 

proportional to the HPRP hours worked. 

 

2. Benefit rates were not directly proportional to the HPRP hours 

worked: 

 KidsFirst:  For 8 of 18 payroll transactions tested. 

 

3. Health insurance benefits not allocated appropriately across the 

entire month: 

 CAB:  For 8 of 15 payroll transactions tested.  

 

4. Supporting documentation for benefit rates was not provided: 

 ATCAA:  For 6 of 14 payroll transactions tested. 

 YFRC:  For 6 of 21 payroll transactions tested. 

 

Recommendation 

 

We recommend that sub-recipients prepare salaries and benefits in 

accordance with OMB Circular A-122 for non-profit organizations and 

OMB Circular A-87 for state, local, and Indian Tribal governments. 

 

HCD‘s Response 

 

The HCD agreed with the recommendation. 

 

  



California Department of Housing and Community Development American Recovery and Reinvestment Act of 2009 

-19- 

We tested $336,846 in assistance costs (rental assistance, utility 

assistance, moving assistance) and questioned $244,940 because the case 

files did not fully comply with the eligibility guidelines established by 

the HUD in the following areas:  

1. Initial consultation to determine eligibility 

2. Annual income verification 

3. Eligible living (housing) status 

4. Staff certification 

5. Lease and utility payments 

6. Rent ―reasonableness‖ test 

7. Lead-based paint requirements 

8. Habitability inspection 

9. Homeless Management Information System (HMIS) 

 

If the tested case file did not include all nine of these required elements, 

we questioned the entire assistance paid. We will address the audit 

exceptions in the order identified above. 

 

1. Initial Consultation to Determine Eligibility 

 

The applicant must receive an initial consultation and eligibility 

assessment with a case manager or other authorized representative 

who can determine eligibility and the appropriate type of assistance 

needed (HUD‘s HPRP Income: Eligibility Determination and 

Documentation Requirements). 

 

All eight of the sub-recipients we audited had a qualified HPRP 

worker perform an initial consultation with the applicant to assess 

eligibility.  

 

2. Annual Income Verification 

 

The HUD requires HPRP sub-recipients to determine the annual 

income for each applicant. To be eligible for assistance, the 

applicant‘s gross annual income must be at or below 50% of the 

Area Median Income (AMI), as determined by the state and by the 

local jurisdiction in which a household resides; the AMI varies based 

on the household size. When verifying income, the applicant‘s 

income must be current (within the last 30 days) and include all 

components (e.g., wages, pensions, disability, unemployment, 

alimony, child care, public assistance, etc.). If the applicant is not 

able to provide sufficient income support, he or she may sign and 

date a self-declaration of income; however, in order for the self-

declaration to qualify, the HPRP worker must document an attempt 

to obtain third-party verification. In addition, the HPRP worker must 

re-certify the eligibility of program participants at least once every 

three months for all households receiving HPRP medium-term rental 

assistance (HUD‘s HPRP Income: Eligibility Determination and 

Documentation Requirements). 

FINDING 3— 

Incomplete 

documentation of 

program participant 

eligibility 
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Of the eight sub-recipients we audited, four did not include the 

required documentation in the case files. The audit issues we 

observed are as follows: 

a. Income was not annualized: 

 RCAA:  For 9 of 15 case files tested. 

b. Self-declarations of income did not include an attempt to obtain 

third-party verification: 

 RCAA:  For 4 of 15 case files tested. 

c. Self-declaration of income was not signed: 

 ATCAA:  For 1 of 9 case files tested. 

d. Income documentation was not dated within 30-days of 

assistance: 

 RCAA:  For 1 of the 15 case files tested.  

e. Income verification not documented in the case file: 

 YFRC:  For 1 of 16 case files tested. 

 KidsFirst:  For 1 of 13 case files tested. 

 ATCAA:  For 2 of 9 case files tested. 

f. Re-certification of eligibility not promptly completed every three 

months: 

 ATCAA:  For 7 of 9 case files tested. 

 

3. Eligible Living (Housing) Status 
 

In order to receive HPRP assistance, a household must be either 

homeless or at risk of losing its housing. In addition, both of the 

following circumstances must be met: 

 No appropriate subsequent housing options have been identified. 

 The household lacks the financial resources and support networks 

needed to obtain immediate housing or remain in its existing 

housing. 

 

To document program eligibility for a homeless person, the HPRP 

worker must document either an HMIS record of shelter stay, a 

homeless certification, an emergency shelter provider letter, a letter 

from a hospital or institution, or a transitional housing provider 

letter. If the HPRP worker cannot obtain the required documentation, 

he or she can rely on a self-declaration of homelessness, but the 

HPRP worker must document an attempt to obtain written third-party 

verification and sign the applicant‘s self-declaration form. 

 

To document program eligibility for a person at risk of losing his or 

her home, the HPRP worker must document an eviction notice, a 

court order, a foreclosure notice, a utility shut-off notice, or a written 

statement from a hospital or institution. If the HPRP worker cannot 

obtain the required documentation, he or she can rely on a self-
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declaration of housing status, but the HPRP worker must document 

an attempt to obtain third-party documentation and sign the 

applicant‘s self-declaration form. (HUD‘s HPRP Housing Status: 

Eligibility Determination and Documentation Requirements). 

 

Of the eight sub-recipients we audited, four did not properly verify 

the housing status of the program participant. The audit issues we 

observed are as follows: 

a. Housing status was not documented in the case file: 

 KidsFirst:  2 of 13 case files tested.  

 RCAA:  5 of 15 case files tested. 

 ATCAA:  1 of 9 case files tested.  

b. Self-declarations of housing status did not include an attempt to 

obtain third-party verification: 

 RCAA:  7 of 15 case files tested. 

 Samaritan House:  For 1 of 10 case files tested. 

 

4. Staff Certification 

 

Upon determination of a program participant‘s eligibility for HPRP 

assistance, the HPRP worker must sign and date a Staff Certification, 

which must be kept in the case file. The Staff Certification 

documents that the program participant meets all of the eligibility 

criteria, that the eligibility criteria is based on true and complete 

information, that none of the HPRP workers are related to the 

program participant, nor will the HPRP workers receive any 

financial benefit from making the eligibility determination. On 

May 1, 2010, HUD changed the form from a Staff Affidavit to a 

Staff Certification and required that the new Staff Certification, with 

the HUD-specific logo, be used instead of the original Staff Affidavit 

(HUD‘s HPRP Staff Certification of Eligibility for HPRP 

Assistance). 

 

Of the eight sub-recipients we audited, three did not properly 

document the Staff Certification form. The audit issues we observed 

are as follows: 

a. Staff Certifications were missing the supervisor‘s signature:  

 RCAA:  For 15 of 15 case files tested. 

b. HUD-specific Staff Certifications were not used after 

May 1, 2010: 

 KidsFirst:  For 4 of 13 case files tested. 

c. Staff affidavits were not signed by the supervisor in a timely 

manner: 

 SCAP:  For 4 of 12 case files tested. 
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5. Lease and Utility Payments 
 

In order to use HPRP funds for rents or security deposits, a lease 

must be in place and the program participant‘s name must be on the 

lease.  In addition, the rental assistance paid cannot exceed the 

amount on the lease. A copy of the lease must be kept in the case 

file. HPRP funds may be used for utility payments only if the 

program participant or a member of his or her household has an 

account in his/her name with the utility company or proof of 

responsibility to make utility payments (HCD‘s HPRP Grant Eligible 

Expenses, HUD‘s FAQ August 14, 2009 and HUD‘s March 19, 2009 

Notice). 
 

Of the eight sub-recpients we audited, four did not properly 

document the lease payments. The audit issues observed are as 

follows: 

a. Copies of leases were not maintained in the case files: 

 RCAA:  For 6 of 15 case files tested. 

 YFRC:  For 11 of 16 case files tested.  

 ATCAA:  For 1 of 9 case files tested. 

b. Leases expired with no documentation to support renewal: 

 KidsFirst:  For 1 of 13 case files tested. 
 

6. ―Rent Reasonableness‖ Test 
 

Rental assistance paid cannot exceed the actual rental cost, which 

must comply with HUD‘s standard of ―rent reasonableness.‖ ―Rent 

reasonableness‖ means that the total rent charged for a unit must be 

reasonable in relation to the rents being charged during the same 

time period for comparable units in the private unassisted market and 

must not be in excess of rents charged by the owner during the same 

time period for comparable non-luxury unassisted units. To make 

this determination, the sub-recipient should consider the following 

(HUD Notice, Docket No. FR-5307-N-01, Section IV (A)(1)(a) and 

HUD FAQ 7/21/10): 

 The location, quality, size, type, and age of the unit; and 

 Any amenities, housing services, maintenance and utilities 

provided by the owner. 

 

Of the eight sub-recipients we audited, five did not properly 

document the ―rent reasonableness‖ test. The audit issues observed 

are as follows: 

a. ―Rent Reasonableness‖ test was not performed: 

 RCAA:  For 15 of 15 case files tested.  

 YFRC:  For 16 of 16 case files tested. 

 Monterey County:  For 4 of 4 case files tested. 

 KidsFirst:  For 6 of 13 case files tested (all occurring at the 

partner agencies). 

b. ―Rent Reasonableness‖ does not show area comparables: 

 ATCAA:  For 9 of 9 case files tested.  
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7. Lead-Based Paint Requirements 

 

The lead-based paint requirements exist to protect vulnerable 

families from potential health hazards. To help prevent lead 

poisoning in young children, HPRP recipients must comply with the 

Lead-Based Paint Poisoning Prevention Act of 1973. Under HPRP, a 

lead-based paint visual assessment must be completed for all units 

that meet the following conditions:  

 The unit was constructed prior to 1978; and 

 A child under the age of six is or will be living in the unit. 

 

These lead requirements apply regardless of whether a household is 

remaining in an existing unit or moving into a new unit. In addition, 

the visual assessment must be completed before HPRP assistance is 

provided, and annually thereafter (HUD Notice, Docket No. 

FR-5307-N-01, Section VII (F) and Understanding the Lead-Based 

Paint Requirements: Guidance for HPRP Grantees). 

 

Of the eight sub-recipients we audited, four did not comply with the 

lead-based paint requirement as follows: 

a. Did not comply with the lead-based paint requirements: 

 Monterey County, RCAA, ATCAA, and YFRC did not 

document whether the lead-based paint requirements were 

applicable; many of the program participants‘ dwelling units 

had children under the age of six living in them.   

 

8. Habitability Inspection 

 

Organizations providing rental assistance with HPRP funds are 

required to conduct initial and appropriate follow-up inspections of 

housing units into which a program participant will be moving.  As 

opposed to the housing quality standards used for other HUD 

programs, the habitability standards do not require a certified 

inspector. As such, HPRP program staff could conduct the inspection 

using HUD‘s form to document compliance (HPRP Housing 

Habitability Standards Inspection Checklist). 

 

Of the eight sub-recipients we audited, four did not properly 

document the necessary habitability inspections when program 

participants moved into a new unit. The audit issues we observed are 

as follows: 

a. Habitability inspection was not performed: 

 ATCAA:  For 2 of 3 case files tested. 

 KidsFirst:  For 1 of 2 case files tested. 

 YFRC:  For 1 of 1 case file tested. 

 RCAA:   For 1 of 5 case files tested. 

b. Habitability inspection was incomplete because it lacked the 

evaluator‘s signature: 

 RCAA:  For 2 of 5 case files tested. 
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9. Homeless Management Information System (HMIS) 

 

The HMIS is a computerized data collection tool specifically 

designed to knit together homeless assistance providers within a 

community to create a more coordinated and effective housing 

service system. The HUD uses the HMIS data to obtain better 

information about the extent and nature of homelessness over time; 

thus, implementation of a HMIS is a requirement for receipt of HUD 

McKinney-Vento funding.   

 

HPRP sub-recipients are required to input the following information 

into an HMIS system (HPRP HMIS Data Collection Template 

Instructions): 

 Intake form 

 Income form 

 HPRP financial assistance provided 

 HPRP housing relocation and stabilization services provided 

 Exit form 

 

Of the eight sub-recipients we audited, two did not properly 

document the program participants‘ information into the HMIS.  The 

audit issues we observed are as follows: 

a. HMIS failed to capture all of the required elements: 

 SCAP:  For 9 of 12 case files tested. 

 YFRC:  For 16 of 16 case files tested. 

b. HPRP program participants were not entered into HMIS: 

 SCAP:  For 1 of 12 case files tested. 

 

Recommendation 

 

We recommend that the sub-recipients properly perform and document 

all of the required elements to ensure program participant eligibility in 

accordance with HUD requirements. 

 

HCD‘s Response 

 

The HCD agreed with the recommendation. 
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We tested $48,449 in ―other‖ miscellaneous costs and questioned $5,549 

because the reported expenditures did not comply with OMB Circular 

A-122 for Non-Profit Organizations. 

 

OMB Circular A-122 states that for a cost to be allocable to a particular 

cost objective, such as a grant or a contract, it must be incurred 

specifically for the award (Attachment A, General Principles (A)(4)). 

KidsFirst reported $5,549 for audit expenses that had yet to be paid 

because the audit had yet to be performed. While audit expenses are an 

allowable cost, pre-expensing the audit cost prior to incurring the cost is 

not allowable. 

 

Recommendation 

 

We recommend that KidsFirst report expenditures only when incurred. 

 

HCD‘s Response 

 

The HCD agreed with the recommendation. 

 

 

FINDING 4— 

Unallowable costs 
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Appendix— 

Audit Results by Sub-Recipient Agency 
 

 

 

Sub-Recipient: 

 

Amador-Tuolumne Community Action Agency ...............................................................  27 

 

Stanislaus Community Assistance Project .........................................................................  30 

 

Monterey County ...............................................................................................................  32 

 

Redwood Community Action Agency ...............................................................................  33 

 

Community Action Board of Santa Cruz County, Inc. ......................................................  35 

 

Samaritan House ................................................................................................................  37 

 

Yolo Family Resource Center ............................................................................................  38 

 

KidsFirst .............................................................................................................................  40 
 

 



California Department of Housing and Community Development American Recovery and Reinvestment Act of 2009 

-27- 

Sub-Recipient:  Amador-Tuolumne Community Action Agency (ATCAA) 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6121 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,600,000 

Audit Period: October 1, 2009, through September 30, 2010 

Reported Expenditures: $980,581 

Amount Tested: $88,316 

Amount Questioned: $79,471 

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter approved Detailed Expenditure Report (DER) 

submitted to the California Department of Housing and Community Development (HCD). We deemed 

costs as questionable for the entire transaction amount if one or more instances of noncompliance were 

noted during the testing of that transaction. 

 

Salary and Benefit Costs 

 

We tested 14 payroll transactions and two living allowance transactions (AmeriCorps) totaling $18,129 

(6.82% of the reported salary and benefit costs). We questioned $10,103 due to the following instances of 

noncompliance with federal cost principles noted during salary and benefit testing: 

 Supporting documentation was not provided for 6 of 14 transactions tested to determine if benefit 

payments were directly proportional to amount of time charged to the program. 

 Supporting documentation was not provided for 5 of 14 transactions tested to reconcile time charged to 

payroll registers. 

 Timesheets were not provided for 4 of 14 transactions tested to determine if the expenses were 

reimbursable activity costs to the program.  

 Administrative salary and benefit costs were allocated based on budget estimates in 2 of 14 

transactions tested. 

 In both living allowance transactions tested, the agency used HPRP funds for the cash match 

contribution to AmeriCorps members‘ living allowances without proper authorization. By contract, the 

cash match contribution cannot be made from another federal grant unless authorized by statute and/or 

written approval by authorized federal agency department staff, the Corporation for National and 

Community Service, and Prevent Child Abuse California. 

 

Participant Eligibility 

 

We reviewed 9 of 326 case files, totaling $69,368 (9.71% of the total reported financial assistance cost). 

We questioned all of the costs tested due to the following instances of noncompliance with HUD 

requirements: 

 Rent reasonableness comparative analysis was not performed for each of the nine case files tested. 

 HPRP Lead Screening Worksheet was not located in each of the nine case files tested.  
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 Re-certification eligibility was not completed at least every three months for seven of the nine case 

files tested. 

 Of the nine case files tested, three cases relate to rapid re-housing assistance which requires a 

habitability inspection. For two of three cases tested, a habitability inspection document was not 

located in the case file. 

 For one of nine case files tested, the current rental agreement was not located in the file. 

 For two of nine case files tested, the income verification document was not located in the file or was 

incomplete.  

 For one of nine case files tested, the self-declaration of income was not signed. 

 For one of nine case files tested, the Housing Status document was not located in the file.  

 

Other Miscellaneous Expenses 

 

We tested additional uncategorized expenses totaling $819. No audit issues were noted during this testing. 

 

General Ledger 

 

We reviewed the ATCAA‘s Profit and Loss (P&L) and compared it with the fourth-quarter approved 

DER submitted to the HCD. Two receivables were posted to HPRP account in error: one for $21,285 and 

another for $7,295. Additionally, a receivable amounting to $2,548 was journaled out of the HPRP 

account. These errors caused a net overstatement of HPRP revenue amounting to $26,032. The agency 

has since corrected these errors and the reports now reconcile. 

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. 

Various issues noted extend to the partner agency level, showing a lack of oversight by the ATCAA. 

Furthermore, we noted several differences between the ATCAA‘s P&L and the fourth-quarter approved 

DER submitted to the HCD. 

 

Recommendation 

 

We recommend that the ATCAA take steps to ensure that it, as well as its partner agencies, is in 

compliance with the HPRP grant requirements and all applicable federal cost principles. In addition, we 

recommend that the ATCAA perform a reconciliation each quarter between the DER and its P&L to 

ensure proper reporting of HPRP expenditures. 

 

Sub-Recipient‘s Response 

 

The sub-recipient acknowledged the issues noted in the audit results. For some of the issues, the 

sub-recipient provided information on the corrective actions taken. For the two issues, the sub-recipient 

disagrees with the audit results. Refer to the Attachment for the sub-recipient‘s complete response. 
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SCO‘s Rebuttal 

 

For one of nine cases tested, the self-declaration of income was not signed. 

 

In this particular case, the file contained income verification and a self-declaration of income. The income 

verification performed by the sub-recipient staff included public assistance that was based on bank 

statements. The bank statements indicate two account holders. Although the bank statements may have 

provided corroborative evidence, the sub-recipient did not document the most recent public assistance 

payment statement or benefit notice. In addition, the self-declaration of income document in the file was 

incomplete. In either situation, we believe that the information provided in the course of field work does 

not adequately support the eligibility of the client. 

 

Errors identified during the review of ATCAA’s Profit and Loss and fourth-quarter DER submitted to 

HCD. 

 

When we conducted fieldwork, the sub-recipient was in the process of making these entries. Our primary 

concern is that the sub-recipient should reconcile its financial records with the DER submitted to the HCD 

in a timely manner. The basis for the reconciliation is for the sub-recipient to be aware of the differences 

between its records and information as submitted to the HCD, to mitigate over-/underreporting of 

expenditures. 
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Sub-Recipient:  Stanislaus Community Assistance Project (SCAP) 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6140 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,500,000 

Audit Period: October 1, 2009, through September 30, 2010 

Reported Expenditures: $517,191 

Amount Tested: $84,829 

Amount Questioned: $77,914 

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter approved DER submitted to the HCD. We 

deemed costs as questionable for the entire transaction amount if one or more instances of noncompliance 

were noted during the testing of that transaction. 

 

Salary and Benefit Costs 

 

We tested 14 payroll transactions totaling $48,602 (16.22% of the reported salary and benefit costs). We 

questioned $48,602 due to the following instances of noncompliance with federal cost principles noted 

during salary and benefit testing: 

 SCAP billed HPRP for duplicate salary expenses for 2 of 14 payroll transactions tested.  

 SCAP claimed a computer, pizza, and office supplies as an HPRP salary expense for 1 of 14 payroll 

transactions tested. 

 Timesheets were not signed by employees or supervisors for 12 of 14 payroll transactions tested, two 

of which occurred at partner agencies.   

 Total employee activity was not maintained on timesheets for 12 of 14 payroll transactions tested, 

three of which occurred at partner agencies. 

 No support for hourly wage was given, or the incorrect hourly wage was used, for 10 of 14 payroll 

transactions tested, one of which occurred at a partner agency. 

 SCAP‘s procedure for calculating benefit payments fails to calculate benefits in a way that is directly 

proportional to the amount of time each employee spent on the HPRP program. Furthermore, sufficient 

support was not provided to verify that benefits are directly proportional to time spent on the program 

at two of the partner agencies tested. 

 

Participant Eligibility 

 

We reviewed 12 of 144 case files, totaling $34,538 (which is 16.02% of the total reported financial 

assistance cost). We questioned $29,312 due to the following instances of noncompliance with HUD 

requirements: 

 Staff affidavits were signed by the supervisor five months after the original case manager signature for 

4 of 12 case files tested.  
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 SCAP‘s HMIS data system is not in compliance with HUD requirements. One of twelve client profiles 

tested was not present in the HMIS system. Nine of twelve clients‘ HMIS profiles were missing either 

their intake, income, financial assistance provided, housing services provided, or exit (when 

applicable) data.  

 

Other Miscellaneous Expenses 

 

We tested additional uncategorized expenses totaling $1,689. No audit issues were noted during this 

testing. 

 

General Ledger 

 

We reviewed the SCAP‘s QuickBooks P&L and compared it with the fourth-quarter approved DER 

submitted to the HCD. The fourth-quarter DER total is $2,293 greater than SCAP‘s P&L total. We tried 

to reconcile the two and determined that some of the differences are as follows: 

 $2,708 in eligible costs was omitted from the DER.  

 A $500 security deposit refund was not recorded on the DER.  

 $6,860 in salary expenses claimed on the DER appeared to be duplicated costs (noted above in the 

―Salaries and Benefits‖ section). 

 The trial balance provided included a $2,896 asset account, although the expense for this asset was 

also included as part of an HPRP expense account.  

 A $690 security deposit was included on the DER, but it was not accounted for on the P&L.  

 $370 in unallowable SCAP utilities expenses was included on the P&L. 

 

However, even after these adjustments were made, we were still unable to fully reconcile the fourth-

quarter DER to the SCAP‘s P&L.  

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. 

Various issues noted extend to the partner agency level, showing a lack of oversight by the SCAP. 

Furthermore, we noted several inconsistencies between the SCAP‘s P&L and the fourth-quarter approved 

DER submitted to the HCD.  

 

Recommendation 

 

We recommend that the SCAP take steps to ensure that it, as well as its partner agencies, is in compliance 

with the HPRP grant requirements and all applicable federal cost principles. In addition, we recommend 

that the SCAP perform a reconciliation each quarter between the DER and its P&L to ensure proper 

reporting of HPRP funds. 

 

Sub-Recipient‘s Response 

 

The sub-recipient agreed with the audit issues and has identified correction actions taken as a result. Refer 

to the Attachment for the sub-recipient‘s complete response. 
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Sub-Recipient:  Monterey County 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 
 

Contract Number: 09-HPRP-6152 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009 through September 30, 2012 

Amount Awarded: $1,600,000 

Audit Period: October 1, 2009 through September 30, 2010 

Reported Expenditures: $399,983 

Amount Tested: $44,380 

Amount Questioned: $36,082 
 

Findings and Questioned Costs 
 

We tested transactions reported on the fourth-quarter approved DER submitted to the HCD. We deemed 

costs as questionable for the entire transaction amount if one or more instances of noncompliance were 

noted during the testing of that transaction. 
 

Salary and Benefit Costs 
 

We tested nine payroll transactions totaling $8,298 (7.81% of the reported salary and benefit costs). We 

noted no instances of noncompliance with federal cost principles. 

 

Participant Eligibility 
 

We reviewed 4 of 113 case files, totaling $36,082 (12.28% of the total reported financial assistance cost). 

We questioned the entire $36,082 because the partner agency did not perform a ―rent reasonableness‖ test 

nor did it determine whether the lead-based paint requirements were met.   
 

General Ledger 
 

The DER was understated by $1,355; this understatement is attributed to the timing differences between 

the DER, which is reported on a cash basis, and the county‘s expenditure ledger, which is reported on an 

accrual basis.  
 

Conclusion 
 

We noted two areas of noncompliance with HPRP grant requirements at Monterey County. Furthermore, 

we noted differences between Monterey County‘s expenditure ledger and the fourth-quarter approved 

DER submitted to the HCD. 
 

Recommendation 
 

We recommend that Monterey County take steps to ensure that it is in compliance with the HPRP grant 

requirements and all applicable federal cost principles. In addition, we recommend that Monterey County 

perform a reconciliation each quarter between the DER and its ledger to ensure proper reporting of HPRP 

expenditures. 
 

Sub-Recipient‘s Response 
 

The sub-recipient agreed with the audit issues and has identified corrections actions taken as a result. 

Refer to the Attachment for the sub-recipient‘s complete response. 
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Sub-Recipient:  Redwood Community Action Agency (RCAA) 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6154 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009 through September 30, 2012 

Amount Awarded: $1,600,000 

Audit Period: October 1, 2009 through September 30, 2010 

Reported Expenditures: $774,433 

Amount Tested: $73,307  

Amount Questioned: $61,126 

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter approved DER submitted to the HCD. We 

deemed costs as questionable for the entire transaction amount if one or more instances of noncompliance 

were noted during the testing of that transaction. 
 

Salary and Benefit Costs 
 

We tested eight payroll transactions totaling $3,549 (2.92% of the reported salary and benefit 

expenditures). We questioned $1,308 due to the following instances of noncompliance with federal cost 

principles noted during salary and benefit testing: 

 One timesheet did not reflect the total hours in the pay period. In addition, the HPRP hours charged 

were based on pre-determined budgeted rates. 

 One timesheet showed that RCAA billed 100% of an employees‘ time to HPRP even though the 

employee worked on another federal project. 

 One timesheet was not properly calculated. The total billed on the DER differed significantly from the 

hours reported on the timesheet when multiplied by the employee‘s pay rate.  
 

Participant Eligibility 
 

We reviewed 15 of 434 case files, totaling $59,818 (which is 9.31% of the total reported financial 

assistance cost). We questioned the entire amount tested due to the following areas of noncompliance 

with HUD requirements:  

 None of the case files tested contained evidence that the HUD‘s ―rent reasonableness‖ standards were 

met. 

 None of the tested case files contained determinations as to whether the lead-based paint requirements 

were met. 

 All of the tested case files lacked the supervisors‘ signature on the Staff Certification. 

 All of the income documentation tested was incomplete: 

o In 4 of 15 case files, the agency relied on a self-declaration of income; none of the files contained 

an attempt for third-party verification. 

o In 11 of 15 case files the agency relied on actual income documentation. We noted the following:  

 In 9 case files, the income amounts were not annualized. 

 In one case file, the income was not dated within 30 days of assistance. 
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 In 12 of 15 case files the housing-status documentation was incomplete: 

o In seven of the case files, the agency relied on a self-declaration of housing status; none of the 

seven case files contained an attempt to obtain third-party verification. 

o Of the remaining eight case files, five had no housing-status documentation (neither a self-

declaration nor an eviction notice). 

 In 5 of 15 case files tested, a habitability inspection was required; three of the case files were 

incomplete: 

o Habitability inspection not performed for one of the five case files. 

o Habitability inspection was incomplete for two of the five case files because the evaluator‘s 

signature was not included on the form. 

 A rental agreement was missing from 6 of 15 case files; thus, we were not able to confirm that the 

assistance paid was equal to or less than the amount of the rent.   

 

Other Miscellaneous Expenses 

 

We tested additional uncategorized expenses totaling $9,940. No audit issues were noted during this 

testing. 

 

General Ledger 

 

The DER was overstated by $1,651. During audit fieldwork, the RCAA finance director performed a 

reconciliation and noted that the difference occurred primarily because a security deposit check was 

voided and the corresponding adjustment was not made on the DER. 

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. 

Furthermore, we noted differences between the RCAA‘s expenditures ledger and the fourth-quarter 

approved DER submitted to the HCD.  

 

Recommendation 

 

We recommend that the RCAA take steps to ensure that it is in compliance with the HPRP grant 

requirements and all applicable federal cost principles. In addition, we recommend that the RCAA 

perform a reconciliation each quarter between the DER and its ledger to ensure proper reporting of HPRP 

expenditures.  

 

Sub-Recipient‘s Response 

 

The sub-recipient acknowledged the issues noted in the audit results. The reference to additional 

documentation provided on June 6, 2011, relates to corrective actions taken by the sub-recipient in 

response to the issues noted. Refer to the Attachment for the sub-recipient‘s complete response. 

 

 



California Department of Housing and Community Development American Recovery and Reinvestment Act of 2009 

-35- 

Sub-Recipient:  Community Action Board of Santa Cruz County, Inc. (CAB) 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6155 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,200,000 

Audit Period: October 1, 2009, through September 30, 2010 

Reported Expenditures: $476,538 

Amount Tested: $68,635 

Amount Questioned: $17,453 

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter approved DER submitted to the HCD. We 

deemed costs as questionable for the entire transaction amount if one or more instances of noncompliance 

were noted during the testing of that transaction. 

 

Salary and Benefit Costs 

 

We tested 15 payroll transactions totaling $22,052 (9.42% of the reported salary and benefit 

expenditures). We questioned $17,453 due to the following instances of noncompliance with federal cost 

principles: 

 The hourly rate for 7 of 15 payroll transactions was incorrect. For salaried employees, the CAB adjusts 

the total pay period hours to 81.25 hours, regardless of the total hours worked in the pay period. Thus, 

the hourly rate used to report HPRP expenditures was either slightly overstated or slightly understated. 

 The hours charged to HPRP for 3 of 15 payroll transactions were based on budgeted amounts and not 

actual time. 

 The health insurance costs for 8 of 15 payroll transactions were not allocated properly across the 

month. The CAB allocates the health insurance amounts to the first pay period of the month instead of 

evenly among both pay periods in the month. Therefore, the hourly rate for the first pay period of the 

month is significantly greater than the hourly rate for the second pay period of the month.   

 The HPRP hours reported on the timesheet for 3 of 15 payroll transactions did not agree to the hours 

reported on the DER. 

 

Participant Eligibility 

 

We reviewed 5 of 62 case files, totaling $31,583 (13.88% of the total reported financial assistance cost). 

No audit issues were identified during this testing.  

 

Other Miscellaneous Expenses 

 

We tested additional uncategorized expenses totaling $15,000. No audit issues were identified during this 

testing. 
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General Ledger 

 

The DER was overstated by $8,766. Following audit fieldwork, the CAB performed a reconciliation of 

accounts and noted that more than 99% of the differences are timing issues because the DER is prepared 

on a cash basis and its general ledger is prepared on an accrual basis. 

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. 

Furthermore, we noted differences between the CAB‘s expenditure ledger and the fourth-quarter 

approved DER submitted to the HCD.  

 

Recommendation 

 

We recommend that the CAB take steps to ensure that it is in compliance with all applicable federal cost 

principles. In addition, we recommend that the CAB perform a reconciliation each quarter between the 

DER and its ledger to ensure proper reporting of HPRP expenditures. 

 

Sub-Recipient‘s Response 

 

The sub-recipient agreed with the audit issues and has identified corrective actions taken as a result. Refer 

to the Attachment for the sub-recipient‘s complete response. 
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Sub-Recipient:  Samaritan House 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 
 

HCD Contract Number: 09-HPRP-6157 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,600,000  

Audit Period: October 1, 2009, through September 30, 2010 

Reported Expenditures: $717,572  

Amount Tested: $91,541  

Amount Questioned: $7,959 
 

Findings and Questioned Costs 
 

We tested transactions reported on the fourth-quarter approved DER submitted to the HCD. We deemed 

costs as questionable for the entire transaction amount if one or more instances of noncompliance were 

noted during the testing of that transaction. 
 

Salary and Benefit Costs 
 

We tested 13 payroll transactions totaling $35,086 (17.45% of the reported salary and benefit costs). We 

questioned $2,959 because the benefit rates (vision, paid-time-off accrual, and health and life insurance) 

were not proportionate to the amount of time spent on state HPRP. 
 

Participant Eligibility 
 

We reviewed 10 of 286 case files, totaling $48,455 (9.53% of the total reported financial assistance cost). 

We questioned $5,000 because one of the ten case files included a self-declaration of housing status and 

the case worker did not document the required attempt at third-party verification. 
 

Other Miscellaneous Expenses  
 

We tested additional uncategorized expenses totaling $8,000. No audit issues were noted during this 

testing. 
 

General Ledger 
 

No differences were noted between the general ledger expenditures and the fourth-quarter DER. 
 

Conclusion 
 

We noted two instances of noncompliance with HPRP grant requirements and federal cost principles.   
 

Recommendation 
 

We recommend that the Samaritan House take steps to ensure that it is in compliance with the HPRP 

grant requirements and all applicable federal cost principles. 
 

Sub-Recipient‘s Response 
 

The sub-recipient acknowledges the issues noted and has either justified its basis for the issue noted 

(benefits) or identified corrective actions taken as a result (participant eligibility). Refer to the Attachment 

for the sub-recipient‘s complete response. 
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Sub-Recipient:  Yolo Family Resource Center (YFRC) 
Homelessness Prevention and Rapid Re-housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6159 

CFDA Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,600,000 

Audit Period: October 1, 2009, through September 30, 2010 

Reported Expenditures: $597,802 

Amount Tested: $58,703 

Amount Questioned: $47,181 

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter approved DER submitted to the HCD. We 

deemed costs as questionable for the entire transaction amount if one or more instances of noncompliance 

were noted during the testing of that transaction. 

 

Salary and Benefit Costs 

 

We tested 21 payroll transactions totaling $26,004 (10.48% of the reported salary and benefit costs). We 

questioned $16,123 due to the following instances of noncompliance with federal cost principles noted 

during salary and benefit testing: 

 Supporting documentation was not provided for 6 of 21 transactions tested to determine if benefit 

payments were directly proportional to the amount of time charged to the program. 

 Supporting documentation was not provided for 3 of 21 transactions tested to reconcile time charged to 

payroll registers. 

 Recorded hours on timesheets for 4 of 21 transactions tested did not reconcile to the invoice submitted 

for reimbursement.  

 Timesheets were not provided for 3 of 21 transactions tested to determine if the expenses were 

reimbursable activity costs to the program.  

 Timesheets were not signed by either the supervisor or employee for 4 of 21 transactions tested.  

 

Participant Eligibility 

 

We reviewed 16 of 292 case files, totaling $31,058 (9.09% of the total reported financial assistance cost). 

We questioned all of the costs tested due to the following instances of noncompliance with  the HUD 

requirements: 

 ―Rent reasonableness‖ analysis was not maintained in any of the case files tested. 

 HPRP Lead Screening Worksheet was not maintained in any of the case files tested.  

 Rental or lease agreements were not included in 11 of the 16 case files tested. 

 Of the 16 case files tested, one was related to rapid re-housing assistance which requires a habitability 

inspection. For this one case file tested, the habitability inspection was not located in the case file. 
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 For 1 of 16 client files tested, the income verification was not completed for one of the tenants 

identified on the three-day notice.  

 YFRC‘s HMIS data system was not in compliance with the HUD requirements because the system 

was not capturing the financial assistance service provided to the client.  

 

Other Miscellaneous Expenses 

 

We tested additional expenses totaling $1,641. No audit issues were noted during this testing. 

 

General Ledger 

 

We reviewed YFRC‘s QuickBooks P&L and compared it with the fourth-quarter approved DER 

submitted to HCD. The expenditures reported on its fourth-quarter DER were $4,250 less than the 

YFRC‘s P&L records. We attempted to reconcile the balances and determined that some of the 

differences occurred because (1) HPRP salaries and benefits were missing on the DER, (2) there were 

timing differences between cash and accrual, (3) unallowable mileage was deleted on the DER but not on 

the expenditure ledger, (4) rental assistance was overstated on the DER by $96, and (5) there were 

miscellaneous data entry errors. 

 

However, even after these adjustments were made, we were still unable to fully reconcile the fourth-

quarter DER to the YFRC‘s P&L. 

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. The 

issues noted extend to the partner agency level, showing a lack of oversight by the YFRC. Furthermore, 

we noted several inconsistencies in the reconciliation of expenditures between the YFRC‘s general ledger 

and its fourth-quarter DER submitted to the HCD.  

 

Recommendation 

 

We recommend that the YFRC take steps to ensure that it, as well as its partner agencies, is in compliance 

with the HPRP grant requirements and all applicable federal cost principles. In addition, we recommend 

that the YFRC perform a reconciliation each quarter between the DER and its P&L to ensure proper 

reporting of HPRP expenditures. 

 

Sub-Recipient‘s Response 

 

The sub-recipient acknowledged the audit issues noted and has identified corrective actions taken as a 

result. Refer to the Attachment for the sub-recipient for the sub-recipient‘s complete response. 
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Sub-Recipient:  KidsFirst 
Homelessness Prevention and Rapid Re-Housing Program (HPRP) 

 

Background 

 

HCD Contract Number: 09-HPRP-6195 

CFD Number: 14.257 

Grant Award: S09-DY-06-0001 

Contract Period: October 1, 2009, through September 30, 2012 

Amount Awarded: $1,243,482 

Audit Period:  October 1, 2009, through September 30, 2010 

Reported Expenditures: $423,763 

Amount Tested: $65,041 

Amount Questioned: $40,862  

 

Findings and Questioned Costs 

 

We tested transactions as reported on the fourth-quarter DER submitted to the HCD. We deemed costs as 

questionable for the entire transaction amount if one or more instances of noncompliance were noted 

during the testing of that transaction. 

 

Salary and Benefit Costs 

 

We tested 18 payroll transactions totaling $27,737 (14.57% of the reported salary and benefit costs). We 

questioned $21,011 due to the following instances of noncompliance with federal cost principles noted 

during salary and benefit testing: 

 An unallowable paid-time-off (PTO) payout was charged 100% to HPRP for 1 of 18 payroll 

transactions tested.  

 Time spent on another program was charged to HPRP for 1 of 18 payroll transactions tested. 

 Employee timesheets were either not signed by employees and supervisors or not present for 11 of 18 

payroll transactions tested, nine of which were at partner agencies. 

 Estimated hours were used for billing for 7 of 18 payroll transactions tested, all of which were at 

partner agencies. 

 Total employee activity was not maintained on timesheets for 7 of 18 payroll transactions tested, all of 

which were at partner agencies. 

 Benefit payments were not supported or not directly proportional to the time spent on the HPRP 

program for 8 of 18 payroll transactions tested, five of which were at partner agencies. 

 

Participant Eligibility 

 

We reviewed 13 of 196 case files, totaling $25,944 (11.68% of the total reported financial assistance 

cost). We questioned $14,302 due to the following instances of noncompliance with HUD requirements:  

 Income documentation was not present, as per the requirements, for 1 of 13 case files tested.  

 Housing status was not verified and/or documented for 2 of 13 case files tested, one of which was at a 

partner agency.  

 KidsFirst does not maintain Staff Certifications (post-May 1, 2010) for all case files tested. Instead 

KidsFirst continued to use the Staff Affidavit throughout the audit period. HUD-required Staff 

Certifications were not signed and maintained in client files for 4 of 13 clients tested.  
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 The lease had expired prior to the first financial assistance payment for 1 of 13 case files tested, which 

was at a partner agency. This lease had no provision for continuance after the contract period and was 

therefore deemed invalid.  

 ―Rent reasonableness‖ certifications were not completed or maintained in case files for 6 of 13 clients 

tested, all of which were at partner agencies.  

 Of the 13 case files tested, two cases relate to rapid re-housing assistance which requires a habitability 

inspection. For one of the two case files tested, the habitability inspection was not located in the case 

file. 

 

Other Miscellaneous Expenses 

 

We tested additional expenses totaling $11,360. We questioned $5,549 because KidsFirst inappropriately 

expensed its audit costs prior to actually incurring the costs; it did so quarterly. Furthermore, KidsFirst 

did not provide the methodology it used to allocate the share of the OMB Circular A-133 audit cost to 

HPRP as it was not readily apparent. 

 

General Ledger  
 

We reviewed the KidsFirst expenditure ledger and compared it with the fourth-quarter approved DER 

submitted to the HCD. The fourth-quarter DER was $11,672 less than KidsFirst‘s expenditure ledger. We 

tried to reconcile the two and determined that the differences include: (1) advances to partner agencies, 

(2) pre-expensing OMB A-133 audit expenses, and (3) the omittance of workers‘ compensation expenses 

from the DER. As such, we narrowed the difference to $447; we suspect this difference is due to minor 

clerical errors. 

 

Conclusion 

 

We noted several areas of noncompliance with HPRP grant requirements and federal cost principles. 

Furthermore, various issues extend to the partner agency level, showing a lack of oversight by KidsFirst.  

In addition, we noted differences between the KidsFirst‘s expenditure ledger and the fourth-quarter 

approved DER submitted to the HCD. 

 

Recommendation 

 

We recommend that KidsFirst take steps to ensure that it, as well as its partner agencies, is in compliance 

with the HPRP grant requirements and all applicable federal cost principles. In addition, we recommend 

that KidsFirst perform a reconciliation each quarter between the DER and its ledger to ensure proper 

reporting of HPRP expenditures. 

 

Sub-Recipient‘s Response 

 

The sub-recipient acknowledged the issues noted in the audit and has identified corrective actions taken 

as a result. Refer to the Attachment for the sub-recipient‘s complete response. 
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Attachment A— 

Sub-Recipient Agencies’ Responses to Audit Results 
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Attachment B— 

HCD’s Response to Audit Results 
 

 

 



 

 



 

 



 

 



 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

State Controller’s Office 

Division of Audits 

Post Office Box 942850 

Sacramento, CA  94250-5874 

 

http://www.sco.ca.gov 
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